November 9, 1997

| urge my colleagues on both sides of the
aisle to join me in supporting legislation to end
double taxation of income and offer real tax
relief for middle-class Americans and small
businesses.

NATIONAL DRUG CONTROL
STRATEGY

HON. ROB PORTMAN

OF OHIO
IN THE HOUSE OF REPRESENTATIVES

Saturday, November 8, 1997

Mr. PORTMAN. Mr. Speaker, | rise today to
express my serious concerns about the failure
of the Department of Defense to provide suffi-
cient support for the National Drug Control
Strategy in its fiscal year 1999 request. | also
would like to commend the Office of National
Drug Control Policy for refusing to certify the
DOD budget request.

After making tremendous progress in the
war on drugs from 1979 through 1991, drug
abuse among our young people has been ris-
ing significantly over the past 5 years. Drug
abuse is not only threatening the health and
lives of our young people, it is a predominant
factor behind violent crime, welfare depend-
ency, teenage pregnancy, rising health costs,
lower economic productivity, the spread of
AIDS, and many other problems. Now is not
the time to be backing away from our respon-
sibilities to attack this problem.

Many of us in Congress have been working
hard over the past few years to reverse these
disturbing trends. We have been working in
cooperation with General McCaffrey to support
and enhance the National Drug Control Strat-
egy. We must continue to support the goals of
the strategy on both the supply and demand
sides.

We strongly support the effort to ensure that
the Department of Defense amends its fiscal
year 1999 budget request to include an addi-
tional $141 million in drug control initiatives.
These funds are absolutely essential to en-
hance efforts in the Andes, the Caribbean,
Mexico, and along our borders, where this bat-
tle has to been fought initially. With a strong
effort in source countries and along our bor-
ders, we can help reduce the use of drugs in
the United States, which is crippling our young
people.

Currently, counterdrug spending represents
only 0.3 percent of the total Department of De-
fense budget. Despite rising drug use, the De-
partment’s counterdrug effort has declined by
2 percent since fiscal year 1996.

| also believe that it is vitally important to
have a coordinated effort with leadership from
the Office of National Drug Control Policy.
This is a good example of why we need a
drug czar. If we all stand behind the same
goals and work hard in every agency and in
Congress to support and enhance the anti-
drug efforts at home and abroad, we will re-
verse the disturbing escalation in illegal drug
use in our communities.

| call on the Department of Defense to bring
its budget request in line with the National
Drug Control Strategy and to help support the
comprehensive Federal effort we must have if
we are going to reduce drug abuse.

CONGRESSIONAL RECORD — Extensions of Remarks

THE NATIONAL HEALTH SERVICE
CORPS SCHOLARSHIP PROGRAM
INCENTIVE ACT OF 1997

HON. NANCY L. JOHNSON

OF CONNECTICUT
IN THE HOUSE OF REPRESENTATIVES

Saturday, November 8, 1997

Mrs. JOHNSON of Connecticut. Mr. Speak-
er, for many years our Government has sup-
ported health care training programs to in-
crease the number of health care profes-
sionals to serve our Nation’s people. One of
the most successful health training programs
we have created is the National Health Serv-
ice Corps Scholarship Program. Enacted more
than 20 years ago, the purpose of this pro-
gram is not only to encourage the training of
top quality health care professionals but also
to improve access to health care for Ameri-
cans living in medically underserved areas.

This program encourages the training of pri-
mary care providers, focuses on preventive
care, and targets medical manpower shortage
areas. The graduates of this program work in
our migrant health centers and in both rural
and inner city community health centers, such
as the community health center in my home-
town of New Britain.

Program recipients are given a scholarship
award, covering the costs of tuition and fees,
together with a monthly stipend covering living
expenses. In response to this award, the Na-
tional Health Service Corps scholars are obli-
gated upon completion of their training to pro-
vide a year of full-time primary health care in
a designated shortage area for each year of
scholarship funding. These areas are located
in some of our Nation’s neediest communities
which are desperate for primary care provid-
ers.

Unfortunately, Mr. Speaker, this successful
program is now in jeopardy—not from lack of
funds, but from the new IRS interpretation of
section 117(c) of the Internal Revenue Code
to treat these scholarship amounts as fully tax-
able income.

Many scholarship recipients have tuition and
fees amounting to more than $36,900; income
tax withholding at the required 28 percent can
eat up nearly all, if not all, of the stipend por-
tion of the award. If the student has additional
income—a part-time job for example—he or
she could face an additional tax liability on
that income, though their money available for
daily living expenses has not changed.

| have been contacted by a concerned stu-
dent regarding this IRS interpretation. Jenny, a
student at Yale University, is studying to be a
nurse practitioner. As a recipient of a National
Health Service Corps Scholarship, her
$30,000 a year tuition is paid directly to the
school; she receives $3,500 toward school
fees, equipment, books and supplies, and a
small stipend for living expenses for which in-
come taxes are withheld. She was recently
notified by the Department of Health and
Human Services that income taxes would be
withheld on the scholarship money as well.

Jenny will now be taxed at the 28-percent
rate because the entire scholarship amount
will now be included in her income, even
though she never sees the majority of this
money that is sent directly to her school for
tuition. Jenny is now worried about her living
expenses, because the new additional with-
holding will almost eliminate the stipend that
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she relies on for her room and board. Since
Jenny already has a lot of debt from her un-
dergraduate student loans, this abrupt change
in policy threatens her ability to afford to stay
in school and makes it more difficult to fulfill
her obligation to work as a nurse practitioner
in an underserved area, where her wages
would likely be lower.

In my view, the IRS position regarding its
application of section 117(c) is simply wrong.
First, this money is not disguised future com-
pensation. In fact it is the opposite. It is rec-
ognition of the compensation forgone as a
consequence of going to work in an inner city
or underserved rural area where wages are
often low because there are not the resources
needed to support a health care professional's
income. Second, there is little difference be-
tween the obligations required under the Na-
tional Health Service Corps Scholarship Pro-
gram and the obligations required by the debt
forgiveness provisions we enacted this sum-
mer in the Tax Payer Relief Act of 1997. And
there should not be a difference in the tax
treatment of the school scholarship or loan
amount in terms of taxable income.

Through the passage of the Tax Payer Re-
lief Act, we in Congress affirmed our support
for favorable tax treatment of medical student
loans forgiven in exchange for future service
in medically underserved areas. It seems in-
consistent and arbitrary to tax a scholarship
given in exchange for a future commitment of
public service in a medically needy area, while
exempting a student loan forgiven for a similar
commitment from the tax.

We need to correct this aberration in tax
policy now before this successful program is
destroyed. We need to take immediate action
to clarify the Tax Code so that those students
who wish to undertake the obligations of the
program are assured stable, predictable fi-
nancing of their academic program in ex-
change for a commitment to serve our under-
served communities. It is also important to en-
sure that communities continue to have ac-
cess to low-cost, quality health care services
and that community and rural health centers
will continue to have health professionals
available.

My bill will reverse the IRS position regard-
ing the taxability of these scholarships. It will
rectify tax policy inconsistency, and it will en-
sure that a well-run and successful program is
not devastated by a bureaucrat operating in
clear contradiction of the intention of this valu-
able, proven program. In addition, it will let
people like Jenny continue with her studies
and be assured that her scholarship and sti-
pend are intact.

| ask my colleagues to join me in cospon-
soring this legislation to save the National
Health Service Corps Scholarship Program.

60TH ANNIVERSARY OF THE CAL-
UMET CITY CHAMBER OF CON-
GRESS

HON. JERRY WELLER

OF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES

Saturday, November 8, 1997

Mr. WELLER. Mr. Speaker, | rise today to
honor the 60th anniversary of the Calumet
City Chamber of Commerce, an organization
who represents a community rich in heritage.
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